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ABSTRACT . " / 

To analyzfe income inequality in 32 nations, the 
reseaipch tested hypotheses based upon eight socioeconomic variables. 
The first seven variables, often tested in. i net) me research, were: 
political participation, industrial development, population growth, 
educational level, ihflation rate, economic growth, a|i.d ^^chnological 
complexity. The eighth variable, degree of socialism/ had not been 
considered by previous major ^models of income inequality. It .vas 
hypothesized- that less Income inequality wQuld exist in countries 
with higher levels of political participation, education, econ6jpic 
growth, and technological complexity; median levels of GM^ per 
capita; lower levels of inflation; and a socialist economy. Data were 
obtained from the national statistical bureaus of th,e 32 irations and 
from the "United Nation's Statistical yearbook, 1973. Data' were \ 
analyzed in three phases. The first phase considered the rel^itionship 
of the fitst seven variables to income inequality. The second* phase . 
identified the effect qf indnstrializatioh on income inequality. Only 
those -nations with a level of * development below the threshold w.h^re 
inequality increases despite high levels of industrialization were 
included in. the ' analysis. The third phase entered the type of 
economic sys,tem (capitalist or socialist) into theT regression 
analysis. Findings . indicated that the first sevem variabiles explained 
.59% of the variance in equality. The eighth variable, jsocialism, 
increased the explanatory power of the model to 71*. The conclusion 
is that future rclsearch on income Inequality must consider degree of 
socialism as a major vatiable. (|luthor/DB) 
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The scientlffc ,study of. Income inequality has *'oome of age" 
in the last dfecade. Up *to the mid 1960's the field of social strati 
fication was largely concerned with the , speculative and rather 
philosophic debate over the Davis- and Moore (1945) functional 
theory of strajti float 1 tin. The publicati"on of Cutright 'tf ''(1967^) 

.empirical test of Lenski'^s theory of stratif ication; ushered in 
a renaissance of empirical investigation of stratification theory^ 

♦ Symbolfzed by the contfibutionSof ..Parkin (1971), ATielman and ' 
Morris (1973), Jackman' ( 1974) , \ 1975) /and Rubinson (1976)', to. 
name onliy A fefw. * * ^ 

Many measures of political and economic factors have been 
found to have a' significant bearing on the .degree of income inequ- 
ality ifi society. ' ^ . ; 

The present p&per will combine the salient, features of the 
existing ma*jor models of income inequality and add several negle- 
cted variables' to the analysis. Past models of income inequality 
have been built largely on Lenski's (1966) theoreticat fraraewcjrk. 
They have emphasized the categories of the distribution of political 
ppwer, surplus size^and technological level. I will include * 
these categorie? in ijiy model^ but I will also add three others. 
First, the rate of -inflation i^ill be added in accordance with the 
theory of Galbraith ( 1958 1 264). ' Second, I will add t tie rate of 
population growth, which was, an important variable in Lensici's ^ 
theoretical framework but has- never been tested in the' ll^rature# 
Third, I will indlude .the level of^ducation as an index of the 

supply of trained manpower, the model will be tested with data 
• ^^^^^^^^ * * 

from 32vnations.' - • » , ' . 

.A, THE DEP,ENDENT yARIABLE. In measuring inequality in the ^ 
distributioi) of irtoome one first must choose between at least two 
Alternate units of distributiont the household or individiial unit 
and the sectoral unit. In thp former Income is distributed to. ^ 
households or individuals. In the latter , income is distributed 
to selected* sectors of the economy (agriculture, manufacturingi 
mining, and so on) . There has been some debs^te over the meaning- 
fulness of the sectoral operationalization of income inequality. 



■ y ■ ■ . ■ ■ \ ■ • ■ • - ^ 

writers such as *^Rubinson-^l967 1647) , and Husbands and Mc^iey (197^) 
ha!^e questioned its validity. Measuring .incorrte inequality on the 
basis of dividing "the value of the output .'of an industrial sector ^ / 
by the number of workers is concepti'onally uns'ound since the . 
humerafcor includes categories of*;income wuch as pirofit that "do • 
not go to the worker. Also, using sectoral incpme\as one's measure / 
assumes equal distribution of income to all workers^ In ^hat sector. 
Husbands and Money, using -data. Tor eight nations ' showed that the 
relationship between the two measures of inequality was not statis- 
tically significant at the . .05 level. ' 

This is more than just a side issue because several major works 
use the sectoral measure. of • inequality (Outright, 1967; Jackraan, 1974,- 
1975). ' If the, critics are right .that sectoral income is .an- unreliable- 
.predictor of personal income di?trit)lition, ' then this would invalidate ■ 
several' of the' widely regarded studies in the field. ' - T 

^ "The proponents of the sectoral measure argue that their measure 
of income inequality is a good and even an" ingenious" substitue measure 
of inequality given a. shortage comparable ctojrs national data oi»' -. 
•hous,ehold incomes. (Jackraan, I974vl975j Outright, 1970; Kuznets, 1963). 
Furtherm9re, they make reference tcJ Kuznt^' Anding that the index ' 
of inequality bas6d 6n sector-al income and the index- based on household 
income data from the 48 American States . are' highly correlated (r= i82.) 

We might be tempted to conclude that whilfe the!je may be a 'strong . 
relationship between sectoral and household dncome inequality for the 
48 states, re .82; p < .,05) *it appears as though the use'of the 
sectoral measure' is a relatively poor pre^dictor -of household Incomfe 
inequality^ in cross national research wh^re l^h^ relktionship between/ 
the two fs -nonsignificant (Husbands and Money ,• 1970. ) ^ . 

Comparable datk for 18 nations, however, yield a better cofrelatiop 
between the I^ousejiold income inequality meansure and sectoral income 
inequality measure (r^ .718, ^u|:^ight» 196:?, r= Jackman, 1975). 

The correlatj,on matrix. is given in Table 1. H^nce, the Husbands and •. 
Monk's (1970) criticism may have'been.a bit prsir.ature. If we look 
at 18 nations instead *of juSt 8, the correlations . improve and become ' ' 
significant. • ' * • ~. . V . 



^ Nevertheless/ on the grounds of conceptual qccuracy, despite, 

these significant correlation? the present paper 'will- follow the 
tradition of Rubihson (1976),' AHeJman and Morris (19i7j), and 
Paukert (1973) and 'use household income, not sectoral income, as " 
the unit of- distribution. 'Howevet,: given the above correlation, it 
appears as thou|h Cuti^ight (1967, 1970rand Kuznets (1963) were 
correct in arguing that intersectoral ine§ualit^y is a good raqasur.e * 
' of household income inequality. • • * i . * ' * 

The data on income iriequaiity was Obtained over a period of 
a year, froni direct communicatioih with the .economic ' statistics 



divisions of/hgitional statistical bureaus, ;and from secondary 



sources such as statistical handboojcs". €he data refers to pre 
tax household income for circa 1970. > ' ' 

•The measure of income inequality is the. well known G^ni- 
index. The Gini index of income inequality varies from'O to 1-, 
with 1 meaning total inequality and 0 meaning no inequality at 
all. The Cini index is-^n equal interval scale .so: that a score 
of .400 represents twice as much inequality as a score o^ .200. 
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B; the INDEPi^'DENT VARIABLES- . • . , 

a' ' - " 
' •• ■ • ♦ 

POLITICAL' DEMOCRACY. The degitee of political (democracy , 

has long since* been a roajdr variable in theoretical wofks or^ the - / 
determinants of income inequality (Kuznets, 1963; Lenski, 1966; 
Outright, 196.H fete*).' It has been argued that elementary. Political 
, democracy and', - more importantly, an 'intensification of .political • 
democracy through the e^tpiblis'lpent of such institutions as^ a labor' » 
party, proportional representation, and the greater political 
partipipation or the masses gives the ^ many the necessary powers ^ * . 
to combine against the few in the former's' attempts to* i*ed is tribute \ 
'income. To the extent that the common people , have state power^ 
they can use it, to increase^ their share of the incone through such 
means as increasing the size of government revenue as a ^iercent 
of the G'.N.P. ..This can entail the providing of niore governrtient 
jobs, ^i:\d government subsidized j9bs through the practice, of " ^ 

goveiHimeiit • s granting contracts to production and service industries 
injthe private sector.* The. next result. is less unemployment -result- - 
ing in less 'inequality. In addition^ the '^^common people can encroach 
on the wealth and- irifybme of the affluent 'through the- establishment 
, and intensification of progressive income t£«e^, inheritance taices, cash 
transfer programs, welfare programs, and /3<ycial, security progr^s. 
While all. this seems to make a*great/deal of sense in the 
' wprld of logic, ^ it is not at all cXepir.rth^t it corresponds^to 

actual reality.' The research evidenc^^i^s .v*ery mixed.' The* f indirigs 
^ o^ Parkin (197l) for about a-dozen "§&6pean nations indicate ^ ^ • 
> that the l.evels of incWe inequalij^ In the supposedly intensely ' * • 
democratized S^earidivian nations (^g. Sweden^ Norwayj .Denmark) ' 
are similar to nations lowep^'ln pblitical democratiziition or. nations ^ 
not having exp,^ience prolorifeed^'rule ty a labor party (eg* Austria t 
France, West Germany ). /'Park{^ /argues "that an effective re- 
distribution 6f,^ ^power 'to .the*^Sijierclass, in terms of effective 
,^^wter to i^ed is tribute income t6 manual workers, occurs only 
'i after a transformation of the.(^ortomic base "of society from*' - 
^ capitalist system t() a communistic sjpstem. Parkin's major reason. 




vftfr this thesis Is tjiat the market in capitalism Is the chief fore 
^ in wage determination, even more powerful than human control in 
a labQ»» party -ruled stat§. In Contrast, .coraihunism, eliminates 
the-mArket^and the^ ecohon^y^ including the institutions shaping * 
wage policy is under directj complete human control Pancin^i. * 
evidence suggests that politics should be dropped 'from income^ 
stratification theorj)' involving capi^talist sampl^ but it should 
not be dropped; if we extend our Analysis to communist nabiolist . 

Jackman«(1974) implicitly suggests this dropping of the 
political dimensions from stratlf Ication-'analysis. The addition 
of his compT^ex indeic of democratic performance to ms regression 
equations failed to add any explanatory ^power^* However, Jackman's 
sample did not include any socialist nat^-ons # * From Parkin's 
findings we would expect that a significant amount of variance < 
would hay e .been, explained though the addition of socla:^lst 
•nations^. ' • - ^ 

On 'the other. hand two other studies demonstrate that 
politics (does explain some of the variance among nations on 
Income Inequality. Cutrlght's Political Representatloa. Index 
explained 14% of the variance overall arid from 20^34% of the 
variance for sub grotips controlling for levels of development.^ 
In addltioiT, Rubinson's (1976) recent work found that the distrl- 
butlton of powder wds an Important factor Iri shaping the degree 'of 
Income inequality. Indeed, Rubinson's index of state strength - * 
* (gov't rev. . as % GNP) bore a. statistically significant relation 
t6 levels of overall inequality in all six of his regression- 
equations whereas the level of develp^^ment (Jackman's major 
'explanato;ry variable) bore no statistically significant relation- 
ship to overall inequality in all sl?f of the regressiori equations. 

.The»e results are rather conflicting but G^n Ije explained 
in therms of the differerice in the way In which inequality Is 
measured, selecti\^lty In samples ef nation^, and the operational'* 
Izatlon of the cQnce'pt of the degree of political inequality. For 
example Parkin's notion that there is no difference between th^ 
most and least dembcratized capitalistic nation is based on a 
sample wh^ch excludes* some highly democratized capitalist nations . 



with low inequalitly (^g. Australia, Belgium, and Isreal) also. 
Parking's indix or income inequality based wage differentials masks 
differences between , nations . Outright, •Jackman,"and Rubinson. 
oper'ationalize political democracy very differently. .If we opera- 
tiorralize it in a' given way we find specific 'relationships , with " ' 
inequality, Indices emphasizing participation fiixd negative results 
ones emphasizing the stability of parliamentary forms of govemmeritr 
find positive results. 

1 propose to^ partially avoid the above difficulties and 
contradictions by doing the following! include both coramu^iist 
an^ capitalist nations in my sample to give political democracy 
more of a chance to explain the variance^, measure political 
participation, and by using a con^:eptually accurate unit, of distri- 
bution, the household as opposed to Jackman's sectoral unit. 

The present paper takes issue, for the moment, "at the level 
of logic, with Jackman's finding that politics Is irrelevant 
to- the study of income inequality once the level of development 
is taken into consideratiori. > , •, 

Since most of the nation's in the present stqdy have stable' 
parliamfentary forfna of gcvernment. of r /the time period analyzed, ^ 
the- intensity of democracy will be measured in terms "of political " 
participation. The specific ind^x of political participation . 
is voter turnout. Voter tumput in come nation's is requir^ by 
.law (eg. the Netherlands). This may be taken as a limitation 
of my index. However, given a j;iigh voter turnc^ mearts 

a high turnout among^on- affluent persons, we woul^^pect that 
the results would be ;relatively more vptes cas't for relatively 
egalitarian parties and candidates. • I assume that whfether or not 
a 'working class person is forced to vote, he or she will tend to 
vote for a working class party. \ . ' . 

The change from a sectoral to a household measure of income^ 

may- result in a reversal of Jackman's finding th^t political 

participation is -not significantly related- to income inequality. 

.1 anticipate' Che greater the political^ participation,, the 
less the income inequality.. ■ . ' ' , - ■ 
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2. THE LEVEL .OF DE VELOPMENT or size of the surplus . Writers ' 
*ducH as Lenski (196i6i308), KooroS ( 1973 1 lOl) /antf Kravis ^^196^2 1409) 
have argued that income ir\equality should decrease through, indtis- 
tri-alization. While Income inequaltty - will be^ high and ^eth^ps 
be on the increase before Industrialirzation, the emergence and^ \ 
Intensification of industrial society will -reduce incort(^inequa&ty. 
Part of this thesis involves the associattpn of ^industrialization^ 
with political democracy i which is another deteinninant of income >| 
destratifibatton/ .However, most writers give the l^vel of dev^o^ 
meAt separate status a relatively distinct Independent variable^ 
reducing, inequality. The essen&iial^ argument is that machixe ' V 

•production increases the levfeiof the societal surplus so much 
that the el^fe can affCrd to rMljstribute income to the co^mnon 
people. However I leyel of development should be viewed as ,a 
tiecessary bijt not sufficient determinant of income redistrtbutlo]^ 
without political pressure ftrom the commpnpeople incomp redi-st- ' 
rlbution will not * automatically happen. On the other hand 
political pressure without a large sOlrplus won't work eitfier. 
\ The research findings on the relat;ionship between level 
of development and -income inequality are somewhat mixed. Kuznets 
(1963)60-62) longitudinal dgta covering the period from the late 
nineteenth cpntury up to about 1950 demonstrate a decrease in 
inequality as nations develop. ^ ^ )^ 

However, av^lable longitudinal data for European nations — 
after 1950 indicates the opposite trend((U.N./tl967)). For the- 
U.S. ther'e was little change in income* inequality for the'post ^ 
war decades and the degree of income inequality has increased in the 
last five years ((Budd, (1970) i Stapk (1976a)J. Apparently when 
nations reach the i^ighest levels of development, the relationship, 
ret?erses again. — . \ 

Research utilizing- Cross sectional data gives different results 
depending on the year of the data and the, unit of distribution. 

lDutright*5 cross sectional data using a sectoral incoraiB 
distribution measure of income inequality deraoristrat'ed that level 
of development explained some 27% of the variance in income 
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Inequality and was the strongest of six lndependent\ variables 
entered Into his Inttlal^egres'slon equation for 44\ Viatiorts.. 
However, the/se data v^re from the 'l950*Sjb6fore th*fe\Crend towards,. 
Incireasing inequality began in the. advanced nations. 

Jackilian'also used cross sectional data, and a se^^oral 
income, distribution measure. His data are more rfecent\^^han 
Cutright'sj they are mostly from. the years 1960-1962. VlVckman's 
Logarithmic Index of development explained some-42% of tijie variance ^ 
with no ather variables added to the equation, with" the Wttlon 
of liLs ofne^ two variables, ^Ne at a. time, the amount of VaridnJ^e 
explained 'was 40% aad 44%. The logarithmic index of deveiot>m|ht» 

-was found to be a better predictor of income inequality, than? either 
democratic perf6rmance (no relationship) and social Insuran^^ " 
program experience. . • „ , ^ *i • . 

Rubinson's (I976y recent work, howe^r, c«fets doubts on ^ 
eaf-lier cros^ sectional research. Of Rubinson's eight* regressions 
' there is not one wheire the standardized regression coefficient Of his 

, logarithmic measure of leva^ ofSdevelopment bears a statistically 
significant relationship to inequality of 'incomes. Th^s new 
development can be explained, in patt, in tertns of Rubinson'*s 
*data'baing b^sed on the distribution of -Income to hou^holds 
instead of an index where Income is distributed to eight selected 
sectors of t^e economy. Also, ■ Rubinson's data is evc;n mm:e recent 
than Jackman's^ and/ therefore, will reflect the recent Ironic 
trend towards ihcreasini^ inequality in the most advanced nations. 
This, I expect', would reduce the correlation between .inequality v • 
and level of development. Ind^d, elsewhere, Stack (l976t)M ^ ' 
demonstrated^usin^ cross ^sect^jjnal income data based on the 
household as the unit of distribution ?o?*<8 nations^ that the ^ 
relationship between income inequality approximates a sine curve \ 
or ft curvilinear relationship where^ the slope of the cur^ 
Inverses twice. If this is the true nature of the rel|Lti6nshl#p 
in the long-run, traditional regression models may not fit th^ 

^urve, unless control variables destroy the sine curve relationship. 

The present study will measure tjfe level of development 
in terms of the importstnt notion of surplus. G.N. P.' per qapita 
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will be used as the index of ^surplus. .This Is a more dire ct way ^ ■ : , 
of measuring surplus size than the indicVs based on energy consump- 
tion in Rubinson and Jackmant While these twcx measures are highly 
correlated, they are conceptually different. A nation that is.'.i?elatively ' 
low in . development may be high in "energy consumption if it is - - 

bless^ed-with large energy supplies'* (e.g. oil) or if it's rate of ' ' 
eQonomic growth'is high:. In either 'case, , it.* s surplus would be 
relatively ibw. ' ' " 

I anticipate th^t since-the income inequality d^ta are' ' '* 

relatively recent, there 'will' be no relationship "between income* / \ ' ' 
inequality arid GNP/capita. ' However,, if we control for level of 
'development and investigate the. relatipnship within middle flange " " ^ 
••GNP nations, a relationship should. emerge within Xkp ^T6upJ^ • ' 

primarily because middle GNP nations have yet to rSch the thre^old^ C 
where income inequality increases despite "the highest levels of , 
development'. . 

3. THE RAtS OF Po'pULATTpN. GR-QOTr: the. relative merits of ' - 
this va^;iable. have yet 'tcr-be , tested. Lenski (I966'i3l5) disous«e# 
it's -relevance *as follows «' ' . i , * 

"the natural tendency of the human race to multiply ' 
usually had" t)i% effect of offsetting Whatever economic gains, might ' • • 
otherwise have jreeulted from tfechhjlogical advance... (today) In 
'societies where jchese (birth-control devices) have be^ji ^most 
widely used the rate of population growth has been'slpwed to the 
point where real and substantial ^ins .in per .capita liicorae have 
been advanced. . .which*. .. contributed t^ the decline in inequality" 

^ ffthluwahi^ (1974) found the' rate of population growth to be 
a significant factor in shaping income distribution for pre indus- 
tfial^ societies. ^ However, it's relevance for a broader sample, 
is not yet establisjfied. " ' ' * " 

The rate of population grw'wth is, of course, rel?^d t'cT * * ' 
Industrialization in that large famili.es are not as functional in 
incjustcial as opposed to pre /industrial societies. However,' for - '* 
various social andjreligious reasons there is considerable, variation 
among nations 'In popuTatlon growth ra^s even when we contrcJl for 
lev#l of development. (Stack,- 1976c)/ Hence ^this may be an * 

; . • r , • ' / '.•',. r ' 



ERIC ... . 



% 



\. important spurcre>,f varlaClop W?tneciua^ • , - 

.1 will, use •the^av:e.ragfe;^if^e 'Qr. pbp growth in the 196:0's 

as the- Index' of pppulat:ionrgrowthy>^^^ index wis tfalculate'cl . from 
data from the '^oirld -Bapk -A^iy - (fjpV. ^ • ' . ." , . 

. ^' EDUCATIQfclM. 'LE.yEL?V'^trising level* of ed^ation^"resuits • in a 
balance between the supply and demai^d for skilled' workers. Tliis 
tends to reduce the potfentia^ly high incoy^s of »the skilled grbup. • 
• Kravis ( 1%0. 413, 415)' in hi^; comparison qf mderdevef oped nations 
.j with a low BdGcatioftal level With developed natloni witlT a high 

educational level, states i " -V . . , - ' . / i 



The limited supply of ©dilated and trained ' persons 
in underdeveloped pountri^ tends to raise the relsC- 
tive renum^ration -in occup^ons requiring a high 
•degree of literacy or other^Alls-and hence to increase 
the dispersion of i.ncome.-. . ; Asfthe diversiCy of occupa- 
• tionsHTnc^eases with the ^beginnings 3f industriali-aatiori 
...the likeliho©€Lof incr^sed inequality^ is enhanced * 
bv the offers of income premiums which -the*- new or 
expanding industries or odcupatidns make to attract 
additional supplies of- entrepreneur ship, capital,- and 
labor. ." • , , . I- . I. ' 

fiowever, w^th further indus^ializationi. • ^ . 



^ The distribution of-vage ahd^^alary inpome should.".. - 
bepome more eojpal ^s pe<- capitar income grows beoause 
of t4^e spread/in education^?, opportunity and the ' 4 

/ consequent decline- in skill jdifJerentials."^ 

' I antici^e th^t the highei;^ the education". leveji- the greater- . / 

the supply of trained manpower and! the .less the-inec^uality. The 
level of. educational achievement is measured in t;erms of the medium . ' ' '\ 
of years of /^litaliion completfed by tj>e~^dult (over 25) population.' 
■ *The*data art ffom UNESCO's. St^istical Yearbook. 

5. RATE QF I NFLATION ! Inflation ts vtewetf by several writers • 
. ^ as having/an impact on^ncome distributX^vr>j^ It is argued that Infla- 
tion increases' inequality by! increasing the wages of some- grpups . " 
. faster than those of other 'groups. « As Gklbraith ( 1955 1 254-265^22 J.) 
* states! ■ ^ 
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i \ . ' i ^ 

."InflatiQh- by Iti very nature, strikes^mffetei^ Ind^ - \ _ 
' ^ > vlduals .and groups vlth highly discriminatory ef- 
'i^^^^It; ^*^®:7°sc nearly unrelieved victims, apart 
from those living on pensions, are those , who- work < ' ^. 

. for the state., .-their -pay scales 5re highly formal- '- 
^ Ized, and traditionally have been fSb jec? ?o ' ' , ' ■ 

lengthy Intervals. . .Oh the other " ' * 
narjd, ,the Incomes of owners and proprietors aire ' " ' 

automatically accomodated, to the upward move- ' * 
, - -!?22J**-*I^°u® Indlvlduarls who suffer the ntost are 
• tjhase who ^aye- the IfeSst control over their pScei 
pr wages ahd hence the least capaielty to prefect" 
. .^ themselves by Increasing their own returns, y ' 

I will -argue that Inflation- hurtsf unorganized, blue Jid wW t e' • 
collar workers, state emiJioyees^ pensioner'. Welfare recipients^' 
♦and other relatively powerless groups; A9 Kohler - (196Bi2l9) ' 
. argues 1 , . • , ■ ..^ - . ' . / " 

• . <^ . • . • ■ . <\ 

lico^^^^°" involves a redistribution of re9l ' . ^- • . 

This, ridl'strlbut Ion Increases Inequality; '■ 

The ratfe of Inflation As calculated on bsis'ls of the • 
change -In. the consumer ^1; ice Index frpiji 1963ll972. The.' data on " 
changes In the consumer price index 'are f torn the United Nations'' 
Statisti cal Yeayhnok. 1973 . ». \ . ' • , 

6. THE RATE (TF EGONOMTC GROWTf^ . * . ' . . - 



*^ ./^Wodern .technology mak-ea possible a rapid rise In product- . ' 
Ivlty, and hence a rigidly growing G.^p'.' A, rapidly growing eciJTo- ' 
my- makes' It .possible ftfr the' kite to make economic'^ concessiW'^'^ 
to' the- common people vflthdut suffering any loss In 'absolute t^s. ' 

.That;is,- the el^tf c.an Increase Its absolute share of the. Income hyi 
perhap , bflUons and at the ^ame t% redlsTtrlbute a few. percentage- 
points of tljel Income' tp the -masses. . iks result? In less- tnequallty. *^ 
^ I anticipate- that the- higher the ra^e of economic growth,, 
the less the inequality. ' The plme s'erles data on the rat;6 of ■/ . 

-ec^nomite growth corresponds ;to. the same years as- the tlmp series . ' 

data as the' rate of population growth and'rate of Inflation • " 
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Ceajrly- 1960's 1^72). The data are tpken -from the World Bank 
• Atlas . 1974. • . , ' 

• . • 'T^^ DEGREE O F TEgH^^OLOGTCA^^ CO|PLEXITV . ^Lenskl argues that 

^ the^^tficreasihg d^ee of ;Jeohno logical complexity, created by Indust- 
rial l2^||lort require -an ever larger pool of experts to guld4 decih ■ 
slon making. ^.In" this proe'eis elites progressively find th^selves 
^ fomd to del'e^at^ increasing* amount s. of , responsibility to experts. 
•'This .giv^s the experts effective bargaining- pWer for Increkslng 
^^helr shaise of incpme. Len^ki" (I9d6«3l3)j contends i ' . , 

, • "In modern irrdustrlal societies, technology in particu- 
lar and culture in general, are f ar. m6re complex than- 
even in the most advanced agrarjLan societies. In fact, 
they are so complex, that it is no longer posslble^for 
those in positions of high command to begin to under- ' 
stand t^§. work of all those beneath then^ In effect, • 
there is a growing • ignorance on the part of those in po- 
'Sltions of command. .. .Because of jjany gaps in their 
^ knowledge, they are often compelled... . ^o >eave mat- . 

5^® discretion of their sxiborc^iijates , thus open- • 
^ W the door to encroachments on their prerogatives." 

I anticipate that t^e greater the technological complexity, 
the less the income InequaTlty. Perhaps the md»t direct measure 
of. technological complexity would be technical workers as a 
percentage of the labtsr force. - However, since "the re4«vant data 
are NOT^available^we must find an approxinf&tlon of this measure. ' 
One such substitute measure is per capita energy consumption. 
Rurajnel (I%9) has shown that per capita en^gy consumption^ is a 
8ood.lndlc«t9r of technological complexity. ' The data ^re from The ' 
Unltfi^at ion ' s Statistical Yearbook . ' 1973 . , 

* ' THE ANALYSTS 

The analysis will first consider the total set of 32 nations 
and the nature of the relationship between inequality ajid the 
nature of the* relationship between inequality ;and the seven 



Independent 'variables l^ the sampler The second phase of the analy/ls ' 
will control* fo;r level, of developmiTnt. to see. if th6 aipount' of " 
varlafice explained will improve -f^ the group of mediuin level GNP 
nations which; are belov) the develo^ental threshold where inequa- 
lity 'iqgreases despite the- highest iWvell of industrialization. 
. ' In both phases of the analysis V multiple correlation method i 
-of inquiry, will be utilized. .Here ea6h variable freely competes . 
with the others for their share of. the\ variance. . Here the analyst • • 
does not specify the order in which thi variables are" introduced Into - 
the regression. - 

In .the third phase of the analysis, to be discussed latere' 

further manipulation pf^the data are .undertaken^ in accord with ' > 

the findings in the first and second stages of .the analysis-, in 

order to re'fine the model, in 'proems. ' ' ' ' • ^ 

: ^ -> ^/ •< ■ ..• j 

■ THE ANALYSIS OF THF. TOTAT. <iVT . 

4 • ' - 

. The first -stage of the analyses §xplaines,'the validity of 
the model for a group 9f nations at diverse levels. .of deVelopmeHt. 
Table 2 presents, the result^s of the analysis of thesie 32 nations. 
The m^an, and Standard deviation are given for' each^vari^ble. , ' ' 

<^o tabulated is ^e amount of variance associated with each variable. 
The index of political participation explpii^s 27% of fhe variance. ' ' 
The^ addition of education level adds 16%.. The addition of the rate 
Off economic growth accounts for another 7% of the variance. ' The' 
level of development, technological complexity, and the rate of 
population growth each .account for an a^itional 3% of the variance 
but^their relat^Lqnship with the dependent variable is not statis- 
tically significant at the .05 levql, The adAtion of the rate 
of inflatiGri did not add any explanator/^jpower .to the equation. 

As antiqipated the levels of develoj^ment v>as not a salient 
•factor in explainih^ ^^f ^'^feof inequality given the nature of the 
datarthat'is gippli tj|^ ine^ulfi'^^ observations- on advanced nations . 
are from circa- l^yof after the, St^arf. of the trend towards increasing • 
inequality. Indeed, the zero qr.der product moment conflation . 
wa5 an insigriiCicant, -.. b;3. * • 



The irate of Inflation had a non-^gnlf leant zejfo order 
correlation of ^ .22 with Income Inequality.' The* rate of Inflation 
added notmlng to the- e:<^lanatofy power o£ the regression' equation. ^ 
Hence, ||^lle lrtflatlor\ ma;^^^ groups ntore thanpthers^ the 

net resul^t is the transfer of income from one group to another 
without dny clijange in the' overall^^gree of inequality. Inflation 
simply '^cliang^l^ some of .the facea" within each income group. ' 

Th4 -findings on polit^al part l^clpat ion sholild be Interpreted 
with a go(>d 'Seal of caution. In inspecting the data it was found " 
that the communist .nations <11 had high, enforced j>pll'€lcalD^rtl- 
clpatloB and/ relatively low degrees of Income Inequality: Hence, , 
the relationslilp between political participation and income equality 
may be spurious. In order to explore this possibility I will now 
turn to the second stage of th^ analy;sis and divide the middle 
GNP nations into two groups i coifhnujiist and Capitalist. In. so 
doing we will be investigating all the communist nations in the 
sample since they are all medium GNP nations. 



> ANALYSIS OF THE MIDDLE GNP STRATUM ' - " ' , ^ 

The group of middle GNP hatlons consisted of nations wlth> 
GN^/capita ranging from $760 - ^,400 in 1972. Table/3 shows . 
the\results of our analys1.s foc^^^the group of 14 nations with a 
capitalist economic base. The r€ite of p9pulatton growth emerged 
as the chief variable accounting ^for 36% pY the variance. While 
population growth was npt a releydnt variable for the total set of 
nations including natlc^ns atr all T.'evels pf development, it is a > 
relevant variable for middle GNP* nations . Votet 'turnput remained 
a significant predictor^^o^ incomQ^lnequallty despite the ©misslodS^-^ 
of the communist nations. I^ls* variable faccounted for 16% of the*^ 
variance. As ^predicted, GNP/c^lta emerged as a. relevant variable 
for this -group of nations, explalnlrtg another 10% of the varlanc^^^ 
Technological complexity also emerged as a significant factor, J^f ' 
we stretch ?lgnificaft&e- to the -AO ley^l due to the small sample * 
size, • and explained anoTbher lil%(^f the variance. The rate of 



inflation was ^gain a larg.ely irrelevant variable adding only another 
2% to the tptal variance explained- The level of education, '/while 
a relevant independent variable for the total set of nations added 
almost no explanatory power to the regression equation here. A 
total of 79% of the variance is explained by the model for middle : 
GNP nations, representing an increase in explanatory power* 

The* results from the analysis ^of the middle GNP communist 

. nations are given in Table 3. Due to the sample size (n= 8), 
only six variables ^could be entered^ into th^regress ion analysis* 
In. communist nations there is a very strong- realtionship between * 
technological complexity and' the level "df inequality. 81% of the' 
variation in inequa^lity is linked to. variation in technological 
complexity. As technological complexity increases inequality 
dQpreases. Controlling for technological complexity we^e^ that 
coTlimunist nations with high education levels haVe lowere inequality* 
The addition .of the rate of economic growth explains* anathei:\4% \^ 
of the variajice as does the inclusion of the rate of population growth. 
Polit^al participation does not vary v^ry much amofig communist 
nations (the standard deviation is only 3% of the mean), and 

, accounts for only a trivial 1% of the variance with all the other 
five variables controlled. In all, the model explains 95% of ^ 

'the vari;ance for l:rie .communist nation?.^ - • , * - ' j 

That the model worked the best .for the nations with-a, ' 
communist economic, base may have been diie to differences in^t^e ^' ^ 
mean degree of inequality between copuniinist and free ent-erpxize^ ^ 

' economic, systems . The comramiist nations had a mean Gini Ih^iex' ;^ 

'of . 249* compared fo tHe mean of .456 £or.^the rnedium GI^ fre? enter;- 
prize nations* Furthermore, the standard deviat;ions ^ a percent 

of ths mean was lower for the, cdmmunist nat?tons than the Capitalist' 
natiQns (11.2 vs# 23.5%) ir^dicating that the spread of scores for 
communist nations 'was, perhaps, distinct from the spread ^{(scores 



for the free^^terprize nations. ' These differences may mSn th'at t 



'communist fnatibns are operating under co'nditons of , the lowest 
degree ^of income inequality that is possible !"or the> functioning 
of spciety. If so, the degree of inequality wilr be strongly 

^conditioned one or more factors in the model approachin a 
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functional p^requisite or law governing the, relations^ between 
• society and. inequality. The. data suggest chat GNP/capita or 
technological complexity may determine' the variation in inequality 
once Inequality is near if.s lowest possible level. This adds scrvtc 
suppc^^t to J^ckman's contrentiori that the level of development is 
an important factor in shaping stratification. 

^ ' ' ' FURTHER. ANALYST?^ • ^ . 

. The finding that. communist economic system's &re linked to 
less inequality of incomes thaiT capifcalist systems support . Parl^ln's 
(1971) thesi9s^ The eli^nination of the private ownership of property^ 
reduce^ or abolishes several imi>ortant Wees (e.g.' dividends,^ . 
rent,- interest, and capital gains) 'of income fo'r upper income 
groups; /Also, communism reduces ^ the importance of the market, or 
- suiJplyand demand fg^es i' in shaping" incomes and places wage 
aet^srrainattoh ra9^under ,ehe control of centralized " 
;:agencie3^f the powerful cDmmuni(st party/ One is temiJtfed to 
entei^hl type, of economic systeii^ Into the .tegress Ion equations to 
see ilT this variable wbuld replace some of the otf^ers as the 
.leadirig determinant of income equality., " • - 

Entering the type .of economic system in^o the regression 
analysis poses a prbbleni because it Is a nominal variable;' However. 
' we pan Approximate' the^pe of econbmic systeii ^th a variable- . 

such- as' the- prof)ortion of industry own^ publicSly or the production 
• of public enterprises 'as a percent of the GNP.- Data was not avail'a^l 
on either or these variables, but they were available . fpr Revenue 
•►of Central gbvemment j7s«ola.l seeutity. and public enterprize 
a? a percent of .GNP^ ((Russett (1964)). This is- a measure" of gover- 
nment iVivolvemeht and power, ovef the economy^ in terms of the volume 
of money, the government directly 'man ipfu la tes in the processes o^ 
cohsumption ailj production, Essentially, this is a n^o qualitative ' 
variable since, the free enterprize nations had an ay^age, score of 
onjy 30'i while the-conupunist natiops. b^finj^ion. hfeve scores ' 
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at the other extreme . of the^cale.^ In . addlttort/ this variable 
also distinguishes free' enterprize natioris" with low. st«ite invol- 
veraen^rora 5ree ent«rprize nations with relatively high state 
Involvement 1. I will call thi^s variab^the index of the 'degree of 

• socialism, a eupfofeniSm for the ^egi?ee comraurii^ni. 

f Table 4 presents €h& results for. the regression analysis" 

.involving the degree of -socialism iAdex. Thfe^ana^ysis' is for''24 . ' 
nations for which data ..was- available. QNP/capita, and" the rate ' 

. of "population^ growth were found' j:o explain 0% bf ,tbe variance "V 

. aiid had T?ow zero ord.^r cora>aat;i'ons Vfkh.yinequailty ajad Vere, omitted 
from the tfable.' rate of; inflation was ^ol^-enter,ea; -^Intp the : ♦ 
. regfession since, i.t' hiad^Jbeen aTi^eady'-'ldetermined irrelevant ' . ; 
variable. / * • . / •< *• V • ' ^ ■ ' ■ • ' ' 

' Index of t;he d^ree *of sb^ialUm^was fcJund tdi be powerfully 

. related to the degree ofjihequstl.tey..- ' Itfipxpiaine^ "60% of jjl^ i ' ■ 
' .variance. HertQe/ when added .p^he;inodel,/' it^/dis^Ue:^^^ . 
partici^tion as .the niHit"detfisr!qiin^t..cf Income inequality. *^^v' ' * • ' 
Controllings for the degree of .sociaii'?jp. {th^ leyei of, ^edlacatioh. . * > 
exj^lained; anot^her 6% of the" (variance; - In ivjMit^ori thfe'-r^te" of ' • 
population growth and techh6iogicar,cornplexity w^r«' each ".'linked* go ' 
2% of 'the variance. ::Cbntrrdliins. for -aj^i 9ther fetors, . poltticaf ,^*' 
. participation; ac'cour}ts fpr. onl:^!*^ -of the' vq,!riance; ■ •• , ". 

, These fihdlngs haye,:rather;p5,b^bun?r- ipipllc^t:4.orfs . • The . , - * ' 
evidence presented here suggests the tWo main vai'iables bf ear lifer • 
research, political democracy arid ^theMpel'.'qf,deyeIopnient,' have 
nearly, tio Influence '-on Incbme ^irtequ^llty .when One, ^p'<i)ncr^^ for, the 
. degfree of soclalisi?. . . However, AieethaW'^indicies of pQl'itifcal ' * 
democracy may improve the -iTe^attonshlii between 'tncome Inequality . ' 
and politics* wjTiile cbnt,rolling for. social ism. "This is' an. area 
■for furthef regearcb. , ■ ' ' , ' . ) . " • 



CONCLUSION 



^ -Six of the seven .original: 'hypotheses^ We cdhflrmed In 
one, or more sections pf the analysis. ' The hypotheses orvrate of • 
• lnflatit)n was the notable expeptions The 'variance .explained by 
\my model ranged from 59-95%. This is mofe than that 'explained .by 
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- Jackman's (1-974)' moder (39-44%) i this- may be due,' however, to |iis' - " 
utilization df o^ily: three independent Variables. ' Oft the otfjerhand, 
Cutrtght's model ^xplained^from 64.97%:of the variance represeatipg, 
. perhapsf a more superior raod.el, unless one criticizes it's method-^ ' 
- ological weaknesses such as -the validity of measuring personal income 
on the basis of sectoral income and the 'utilization of old "data. 

The most powerful predictor ^of. income inequality in a broad 
) .sample, -of nation's was th^MndeK.of the 'degree of sbclallsm. This ' 
formerly unteste^f variable was found, to be even hare., important than 
either :ievea/of development' or the degree of " political- democracy 
}f shaping income distribution. Future models of ■:incor9e. i^equal/lty 
ought to include this variable. / ' • ' 

For a set of moderately developed free enterprize' 'nations ' 
the rate of population^ growth was found to 'be. a more important ' 
• determinant than ^any other -variable including politicar' participation 
and level ^f development. -Futtire research, then, on nations at ' 
this level of development would have much to g^in from the analysis ' 
of rateff^ of population growth. ' '. . * - < , * . ^ 

Technological comp>^lty^as -found to explain ^nearly all the ■ 
variation within the communist nations .. However, this variable 
was. so highly co^^ated'wlth the lev?l of development 'that' both ' 
were equally good predictors of i'nequallty within th4 communist 
block. Other than this finding, the le^el' of development was not \ ■ 
a leading determinant 'of Income Inequality and bore no sif^ificant • 
^relaHon to inequality at all for , the set of 3,2 nations as a whole. 

Education -level .bore a signiflfcant. relationship the degree 
of .inequality and was «ae second most important determina^it at two * 
places in the analysis. , . ^ , 

. • Political Pa^-ticipationi the index of the degree 6r 
mtenseness .of political democracy, was 'the most important- determinant 
for the tfajpple of 32 nations. However, it became non Significar^t 
after the introduction of an eighth variable, the index of socialism-, 
at the end of the analysis* , . . 

In general, the present paper suggests several. new direptions' 
•for further research on the determinants hi inequality of Incomes. 
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- •••• .• ■ -^^ ■ ■■ ' 

Exlstlne models have failed .to Incorporate several -IrBportant * 

y^l^btes and hav« a few methodological problems. While the. present 

stud^ also has. It's shortcomings (e.g., smaller sample size), It 

offers enough evidence, to illustrate -the Incompleteness- of existing 
models ^ , - - 
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«i<mihr. i^^^J^^^^"^} ^^^^ Order, correlation (Tau) we find 

1\a li ^elati^hips. Tau for the' relation between the llni 

?2li-^>^'''"r ^"'^'^^ ^^I'-'e -2.36337 slg. at .Ol ' 

XBv^ of sis.) and Tau = .493 (slg. at -.002 level) for the 
relation between Glnl' Index and Cutrighfs Index (z value 2.85926). 

^^vf^ "^^'P nations are defined somewhkt arbitrarily 
2 S^!??® nations with GNP/eaptta scores, of from 760 to 2.400? ^ 

H^l^.o'J ^^''^^ GNP natilxns are the same general group as Cu^rlRhfs 
•High. GNP/caoita nations would include Rusletfs High Mass ^"^"^^^^^ ^* 
wOnsumptLon Societies such as- the United States and Sweden. 

v^Mo/"'' communist nations technological complexity and 

oo'mc'lent'SaJ "h''^'"^ ^^^^2 ^'^^^ Pear^onloL^^ltlon .' 

Sf ? : ^ S •936r). Hence, when technological comolexity was 

deleted from the analysis, GNP/capita explained 80% of th- ' . 

Tovir^f.w growth, poptjlation growth and e4«catLon 

level picking up the b.alance of the 95% explained. TSctaoloRioal 

importance.''"'. ''^'^"''^'^ ^° ^''^^ ^^^^^ ^'^^ th^' order of 

J; ' Por a^urther discussion see Stack (1976) -"Income 
i5?? 1 ? ^yP® °^ Economic System" Paper read at the • 

Ne3 Yo?S; °^ ^he American Sociological Associatlrm, 

" ^!?®^f data.being taken from dtrca 1960. do not directly 

M^JS iQ?n ^^^^^ the data for the gther variables which are from 

circa 1970 or the tune series of 1960-1972. However, given the 

quasi qualUati^ nature of the variaSle^ aod given that none • 

of the capLtallst nations became communist nations by 1972 I 

do n®t^eel that this is a serious problem. ' - 



TART.K 1« CORRELATTQNS BETOEKN ALTERNATP: ^ •• 

INDEXES OF INCOME ^\T.C }^A^ ttv ' . ' 



Table 1 



. • C/S j/s ■ ' 

G/H . 1.000 .718** ■ -.657*a 

V ^/^^ < 1.000 rc767**^.- 



J/S< 



.1.000 



0 *Slenlf leant .at .01 level (F-test) 0 
** Significant at .OOl level (F-test) 



a. The negative sign of ■ the^ Pearson's r^here indicates ' 
\a direct relation because Jackman reverses the values. of 

his index of inequality, the Schutz coefficient, so that 
the hi|5»er the score on th^^Schutz coefficient the 'greater 
the degree^ of material equafity. The reverse is true for 
the author sGini index and Cutrighfs Lorenz coefficient. 

b. ,Gini Index of Household Income Inequality. 

c. Cutrighfs Lorenz Indpx of Spctoral Income Inequality; 

d. Jackman's Schutz Index of Sectoral Income In^quality^ 



TABLF:, 2t MSANS, STANDARD DEVIATIONS » AND PERCENT OF VARIANCE ' 
EXPUINED BY VARIABLES IN A'^GIVEN ORDERS 



Percent 
Variance 



* 


iMatlons 




variaDie 


Mean 


Standard 
Deviation 


T'OiiLicai r^arLici potion 




13.2 


Education Level 


6.3. 


. 2.5 


Rate of Economic Growth ' 


4.1 


*^ 1.9 


Level 9f Sevelotpment ^ 


2,032 


1,236 


Technological Complexity 


.3,417 


?,308- 


Rate of Population Growth 


1.3 " 


.9 . 


Rate of Inflation 


25.2. 


89.3 


Total 






• 

*p^.05 * 




: r 



27* 
16* 

7* 

3 

3 

3 
_0 
59 > 
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TABLE 3t* MEANS, STANDARD' DEVIATIONS, AND PERCENT OF VARIANCE 

* * ' • ' ' ^ ^ - 

IN INEQUALITY EXPLAINED' BY INDEPENDENT" VARIABLES IN A GIVEN ORDER k 



Medium GNP Nations 



Variabl e 
Rate of PopulajJLon Growth 
Technological Complexity 
Political Participation 



Level of Devefopyiient 
' Rate of; Inflation 
Education Level ) « - * 
Total \ 



\ 







1 


Mean 


Standar<} 
Deviation 


Percent of 
^ Variance 


• 1«0 


1.1- 


^ .36* 


1,785 .' 


866 . 


11** 


74.4 
4.0 


'10.4. . 
• . 2.4 . 


.16* 
• ' 3 • 


1,275 


' ' 532 . 


10* 


52.2 


- 132 




• 5.1 










79 

< 



*pZ. .05 
>*p/ .10 



1/ • 
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TABLE. 4 1 MEANS, STANDARD B^VIATIONS, AND PERCENT OF VARIANCE 
^ m, INE^UALIIY EXPLAINED '6Y INDEPENDENT VARIABLES " 1% A- GIVEN ORDER i 
• ' . ^ Conununlst Nations , * - • . 

' ^ • "Variable - ^ . 

•TecVinolbglcal G^lexity. ° 

Educati(^ Level, 

Rate of Economic Growth 

Rate of Population Growth 
. Level of Development; V ' 

Political Participation , . 

Total - \ 95 



Mean - 
3,789 


Standard * 
Deviation- 


Percent of . 
V^ariance 

81* 


.69 


.43 ' 




4.9 ^ 


. 1.6 


. 4 . 


7..0 


2;6 


. ■ * . 


1,483 , 


504 


, 1 " 


97.8 


3.1 





*pZ.05 



TABI^ .5't- mm, STAN&ARD DEVIATIONS, AND^ERCENT OF VARIANCE 
EXPLAINED BY. VARIABLES IN A GIVEN ORDER t 

■ " • 24 Natlbns - / ' . ' . 



varlaDle * 


Mean- 


Standard 
Deviation- 


Percent of 
Variance 


.Degree of Socialistn Index . 


56.108 ^ , 


32.1 


60*".. 


Education Level 

Rate ^of Population Growth 


'.6.57 
.95 


.67 


6* 

2 • 


Levrt of Developffient 


5,264 


'1,303 




Technological Complexity 


3,995 


2,356 


2 


Rate of "Economic Growtji 


4.38 


. 1.74 


0 . ^ 


Political Participation 


85.2 


13.0 , 




TTdtal -J. 






71 . 

^9- * 
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